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Executive Summary

In the 1990s, developing countries struggled to accommodate an astonishing 150,000
new urban dwellers each day.  During this decade, the figure is projected to rise to 180,000

daily, or more than 1 million people moving into a city each week.1  This phenomenal rate of
growth in urban centers is fueled by the hope of prosperity and an improved quality of life.
More often than not, these simple and common dreams are not attained, as growing cities
in developing countries are ill equipped to accommodate demographic changes and to man-
age the complexities of increased delivery of basic services.  However, urbanization, in the
right circumstances, can contribute to a better quality of life and to a reduction in poverty
through economies of scale and fostering economic growth and political stability.  The U.S.
Agency for International Development (USAID) in late 1998 approved an urban-focused
strategy to respond to the phenomenal rate of growth in cities around the world.

This Annual Activities Report summarizes the activities and progress made in implement-
ing USAID’s Making Cities Work (MCW) strategy in fiscal year 2000.  This report is called for
in the strategy document approved by the USAID Administrator.  It is an illustrative snap-
shot of the Agency’s MCW activities.  Taken collectively, the activities demonstrate how an
urban perspective enhances development results.  This report is the first step towards a
comprehensive review of all urban-focused activities that the Agency is undertaking to
enable cities to:

• promote participatory democracy, with high levels of citizen satisfaction with local insti-
tutions;

• provide basic infrastructure and housing to serve all their inhabitants;
• feature robust economies, with ample opportunities for employment; and
• offer safe and healthy places to live within a sustainable environment.

This report groups activities into one of the four areas that the MCW strategy outlines as
vital to healthy and prospering cities.  Additionally, this report highlights the innovative
contract mechanisms and incentive programs that the Office of Environment and Urban
Programs has developed to support an urban perspective in current and future develop-
ment activities.

The Making Cities Work Activities Report is segmented according to the four themes of the
strategy: better city governance, adequate infrastructure and shelter, economic growth,
and a healthy sustainable environment.  The matrices within each section display how each
urban-focused activity serves sectoral interests in environment, democracy and governance,
human capacity development (education), health, population, economic growth, and agri-
culture.  Although all activities in this report focus on cities, some activities have implica-
tions extending beyond city limits.  Thus, the report also shows how MCW activities are
building capacity of USAID staff and in-country partners to meet the projected demands of
explosive growth in urban centers.
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Introduction

By 2030, the world’s urban population is
projected to double––from 2.6 to 5.1 bil-

lion.  Each year 59 million new urban dwell-
ers are added.  By 2025-2030, 76 million will
be added annually – 98 percent in the devel-
oping world.2  This phenomenal growth in
urban areas in developing countries prom-
ises compounded problems for cities already
in crisis.  A host of interrelated issues struggle
for prominence in the allocation of scarce city
resources.

However, what are “problems” for some are
“opportunities” for others.  Just as untamed
urban growth threatens the stability and
functioning of cities, well-managed growth of
urban centers offers opportunities for pros-
perity.  Urban centers become the nexus,
where sectoral development activities come
together.  Managing the growth of cities pro-
vides an opportunity to use untapped syner-
gies, resulting in a greater number of city
dwellers enjoying a healthier, improved qual-
ity of life.  This growth trend in developing
cities combined with the opportunity for
sectoral synergy drives the U.S. Agency for
International Development’s Making Cities
Work (USAID/MCW)strategy.

Frequently, USAID is called on to demon-
strate how overseas development assistance
advances the interests of American citizens.
One of the many ways to explain the inter-
twined interests of developing and transi-
tional countries and the United States is
through urban centers; specifically, their po-
litical, economic, and environmental impact
on the United States.  The implications of mis-
managed growth in urban areas around the
world transcend national borders.  It affects
the current quality of life Americans enjoy,
as well as the prospects for future genera-
tions.  Mismanaged and uncontrolled urban-

ization around the globe will have spillover
consequences to Americans in three primary
ways: threats to national security; threats to
a sustainable, healthy environment; and
promises of continued economic prosperity.

According to the National Foreign Intelligence
Board, under the authority of the Director of
the Central Intelligence Agency, rapid urban-
ization is one of the key factors that defines
the international security environment.  If
cities do not work, then “…groups feeling left
behind will face deepening economic stagna-
tion, political instability, and cultural alien-
ation.  They will foster political, ethnic, ideo-
logical, and religious extremism, along with
the violence that often accompanies them.
They will force the United States and other
developed countries to remain focused on
‘old-world’ challenges while concentrating on

Overcrowding in Manila, Philippines, and other sprawling urban
centers affect health, development and the environment.
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the implications of ‘new-world’ technologies
at the same time.3”  This prediction, how-
ever, is not a foregone conclusion; urbaniza-
tion can be a positive force if managed well.

When an urban center is over-crowded and
mismanaged, it can have negative conse-
quences that degrade the environment and
hampers improvement in the quality of life
for the citizens of that city.  These negative
consequences can also have spillover impli-
cations that threaten the well-being of Ameri-
can citizens.  For example, unplanned growth
of a city and accumulations of waste and
human excrement can lead to the destruc-
tion of wetlands and coral reefs, as well as to
the loss of topsoil and the salinization of soils.
Two examples of environmental effects that
transcend nation-state boundaries are high
levels of air pollution and polluted water
sources, including rivers, aquifers, and
oceans.  These spillover consequences have
health implications, ranging from the spread
of contagious water and airborne diseases to
the aggravation of existing health concerns,
such as asthma.  Because disease is only an
airplane flight away, environmental degrada-
tion in mismanaged cities around the world
threatens the quality of living conditions in
the United States.  The challenge therefore
is to assist rapidly growing urban centers
better manage the demographic changes in
order to curb environmental hazards and pro-
vide healthier, sustainable places to live.

Just as ill-managed urbanization through-
out the developing world threatens Ameri-
can interests, well-managed growth in urban
centers can contribute to economic prosper-
ity in the United States and around the globe.
Cities that provide basic infrastructure at a
reasonable cost – transport, water, building
materials, energy – as well as complex infor-
mation systems and a skilled labor force are
havens for investment.  Cities are useful be-
cause they provide agglomerated benefits.
Agglomeration allows firms to experience the
benefits of both economies of scale and scope.
With increased ease of movement of goods,
services, capital, and information within and
across national borders, manufacturing and
service industries are placing a greater pre-
mium on what cities can provide to meet their
changing needs.  As economic globalization
continues, burgeoning urban centers, if man-
aged well, can be engines that will contrib-
ute to ongoing economic prosperity in the
United States.

MAKING CITIES WORK – USAID’s
Urban Strategy

To address the impacts of urbanization on
countries and cities around the developing
world, as well as to mitigate the adverse ef-
fects on American political, economic, and
environmental interests, USAID adopted the
MCW strategy.  The MCW strategy aims to
improve urban management and municipal
governance in the areas of infrastructure de-
velopment, local economies, and the environ-
ment.

Since 1998, the Office of Environment and
Urban Programs has worked to catalyze
within the Agency the MCW strategy.  This
agenda highlights the need for and utility in
focusing attention on urban development.

“Large cities will be at the forefront of globalization
and will be the principal nodes generating and
mediating the flows of capital, people, trade, green-
house gases, pollutants, diseases, and information.  If
both urbanization and decentralization continue in the
decades ahead, cities will carry a heavy charge of
responsibility for political stability, openness, eco-
nomic progress, and the quality of life in many
nations.”

–– Ellen M. Brennan
      Woodrow Wilson International
      Center for Scholars
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How MAKING CITIES WORK Is
Implemented

The first approach to implement MCW is to
increase multi-sectoral collaboration in the
design and implementation of development
activities.  Like other international develop-
ment agencies, USAID is organized along
sectoral lines, thus, policy inevitably follows
the same tracks.  Using only a single sector
lens leads to missed synergies and opportu-
nities, particularly when addressing urban
issues that are inherently multi-sectoral.
Only by responding to urban issues with a
multi-sectoral approach can effective, sus-
tainable development occur.  The MCW strat-
egy bridges institutional divides and facili-
tates this necessary collaboration within
USAID and among bilateral donors, develop-
ment banks, non governmental organiza-
tions, and the private sector.

The second MCW approach is to promote field
activities, influence policy changes, and be-
gin the scaling up of successful pilot pro-
grams.  According to urban demographic pro-
jections, another 2 billion people will live in
developing world cities by 2025.  This means,
for example, that more than 50 houses for
families of five will need to be completed ev-
ery minute for the next 25 years to accom-
modate this explosion of growth in urban
centers.4  In addition to growing shelter
needs, basic urban services such as, sew-
age, access to electricity, and water availabil-
ity, will also need to be addressed.  For this
to happen, changes in policy priorities are
necessary to improve the quality of life for
the billions of people projected to live in ur-
ban centers.  The USAID urban policy reform
activities in metropolitan areas and the pro-
motion of scaling-up successful pilot projects
are vital approaches in the MCW strategy.

The final approach to implement MCW is an
increased focus on building the capacity of
USAID staff and partners. The strategy pulls
together donors, practitioners, and partners
around a series of themes that reach across
sectors and affect urban quality of life.  Pro-
viding technical assistance to in-country
partners raises awareness of the urban im-
plications of current development programs
and supports them as they identify the new
entry points and opportunities that urban
centers provide.  Building capacity also fa-
cilitates an internalization of an urban per-
spective in the broader development vision
of USAID staff and host country officials.

The Agency’s Regional Urban Development
Offices (RUDOs) serve as catalyzers for the
MCW strategy.  They have on-the-ground un-
derstanding of the area, thus can effectively
disseminate best practices and lessons
learned among cities as well as across coun-
tries.  The RUDOs can leverage USAID expe-
riences, tailoring them to the country con-
text without being prescriptive.  Additionally,
RUDOs are uniquely positioned to work

USAID adds value by assisting city governments to:

· Promote participatory democracy, with high
levels of citizen satisfaction with local institu-
tions

· Provide basic infrastructure and housing to
serve all their inhabitants

· Feature robust economies, with ample
opportunities for employment

· Offer safe and healthy places to live, within a
sustainable environment

3



Annual Report 2000

across sectors within cities, thus can capi-
talize on the multi-sectoral synergies that
may be missed in traditional single sector ap-
proaches.  The RUDOs build an urban di-
mension into requesting Missions’ existing
Strategic Objectives and identify urban im-

plications and entry points in current activi-
ties.  The RUDOs also assist Missions in de-
veloping country strategies to create appro-
priate urban-related Strategic Objectives.
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Better City Governance
Helping Cities Promote Participatory Democracy, with High Levels of Citizen
Satisfaction with Local Institutions

Better city governance and management
is in the interest of developing countries

and touches American national interest as
well.  The push towards decentralization
throughout the developing world sets the
policy environment for cities as national de-
velopment engines.  The transfer of policy to
practice is what drives Making Cities Work
(MCW).

Cities that are livable and have stable gov-
ernments become potential markets for U.S.
commerce and businesses.  Cities that func-
tion well are less likely to experience social
unrest, which if left unattended could tran-
scend geographic borders and threaten
American interests.   Cities that are governed
effectively help translate the concept of de-
mocracy from a national, intangible notion
into a local reality, where real improvements
in quality of life issues are experienced ev-
eryday.  This is particularly essential in na-
scent democratic governments, where the
value of democracy is quietly tested daily by
the citizenry and where opposition to democ-
racy awaits the stirring of social unrest to
gain entry into the political arena.

One example of the challenges city govern-
ments face is basic service delivery to an ever-
growing citizenry.  Presently, “about 30 per-
cent of the urban population in developing
countries do not have access to safe water,
and 50 percent do not have adequate sanita-
tion.  That means that over 500 million people
do not have safe water, and 850 million
people do not have proper sanitation.  Now
consider that by the year 2020, there will be
nearly 2 billion more people in urban areas
needing these services.”5  Given that it is at
the local level where most citizens interact

with governmental authorities, the delivery
of efficient municipal services affect popular
perceptions of – and faith in – government.

Through the prism of MCW, the Office of En-
vironment and Urban Programs emphasizes
improved service delivery in metropolitan
areas to increase citizen empowerment and
satisfaction.   The programs and field activi-
ties in this area build capacity of local gov-
ernment practitioners to be better managers,
to embrace citizen participation, and to im-
prove municipal services such as, solid waste
and water/wastewater management, sewage,
storm drainage, and energy access.  By ad-
vocating a multi-sectoral approach at the city
level, the Regional Urban Development Of-
fices (RUDOs) facilitate efficient decentralized
approaches with long-term impact on how
city officials manage and govern expanding
urban centers.

The Office of Environment and Urban Pro-
grams, as catalyzer of the MCW strategy, is
helping cities promote better local gover-
nance, with high levels of citizen satisfaction
through the following programs and activi-
ties undertaken in fiscal year 2000.

5

“The challenge confronting city governments is
more daunting than ever.  …Municipal govern-
ments will have to become key actors in the
process of negotiating and steering the oppor-
tunities and threats that arise from globaliza-
tion, along with the host of ongoing local
problems such as slums without basic services.
In a climate of fiscal austerity it further means
that city governments must find solutions to
these problems with fewer resources.”

—Edgar Pieterse
United Nations Urban
Management Program
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As urban areas across the globe rapidly
expand, so do the number of inner city

tenements, shantytowns, and squatter settle-
ments.  Simultaneously, quality of life in
these communities worsens.  The demise of
healthy living results from the incapacity of
city governments to manage growth and to
ensure provision of basic shelter.  The United
Nations concluded that more than 500 mil-
lion urban residents in less-developed coun-
tries––almost 30
percent of the
world’s urban
population––were
living without ad-
equate shelter.

Basic shelter, par-
ticularly in crowded
urban centers, is
vital to the preser-
vation of individual
dignity and privacy.
Without basic shel-
ter, citizens, who
otherwise would
participate in
democratic governance, are disenfranchised.
Citizens, without adequate shelter, often can-
not afford the luxury of sharing concern for
the environment.  Their primary concern is
finding protection for their families from the
environment.  Although for the most part
these concerns are local, they have global
consequences.

Internationally, democratic governments
must be concerned about the political sta-
bility of developing countries with nascent
democracies.  These nations, when weakened

by urban sprawl combined with inadequate
basic shelter, are susceptible to anti-demo-
cratic pressures.  Radical changes of govern-
ment are often accompanied by violence,
which may destabilize a region, and lead to
threats against U.S. national interests.  More-
over, the impact of environmental neglect by
metropolitan residents in developing coun-
tries has global consequences that far exceed
the damages to the local environment.  Citi-

zens all over the
world become sus-
ceptible to the
harmful effects of
global climate
change and coastal
zone destruction.

The programs and
activities that the
Office of Environ-
ment and Urban
Programs supports
and coordinates
aim to alleviate the
basic infrastruc-
ture and shelter

crises faced by expanding urban centers.  In
collaboration with other bilateral donors, de-
velopment banks, the international and lo-
cal business communities, and other U.S.
agencies, USAID’s Regional Urban Develop-
ment Offices facilitate multi-sectoral activi-
ties that use existing and under-utilized link-
ages.  As highlighted in the Making Cities
Work strategy, provision of basic shelter in a
sustainable manner is vital.  Frequently, this
requires stimulation of private sector invest-
ment as exemplified in the following pilot
projects and field activities.

Basic Infrastructure and Shelter
Helping Cities Provide Basic Infrastructure and Shelter to Serve All Their Inhabitants

Deplorable living conditions in Asuncion’s squatter and shantytown
tenements constitute serious environmental and social threats.
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In Cebu, Philippines, dynamic urban markets are sources of
employment for many inhabitants.

The Private Sector
Helping Cities Feature Robust Economies, with Ample Opportunities for Employment

The National Foreign Intelligence Board
states that “the explosive growth of cities

in developing countries will test the capacity
of governments to stimulate the investment
required to generate jobs and to provide ser-
vices, infrastructure, and social supports
necessary to sustain livable and stable envi-
ronments.”6  To address and mitigate the
rapid growth of urban metropolitan areas and
the consequences of their mismanagement,
city governments must engage the private
sector.  They must also begin to approach
economic development in a multi-sectoral
way that embraces transparency and ac-
countability.  The Making Cities Work (MCW)
strategy emphasizes the need to engage the
private sector and community groups in city
governance, environmental management,
public health concerns, and economic devel-
opment issues.

Through multi-sectoral approaches, expand-
ing cities will be better equipped to foster
robust economies.  Additionally, urban cen-
ters can create enormous employment op-
portunities for the poor because they account
for a disproportionately large share of na-
tional economic production.  This is due to
the fact that they facilitate increasing returns
from land, labor and capital.  As a result of
their activities, savings, investment and
wealth accumulate in cities.  Stable overseas
cities, with efficient management and sus-
tainable environmental practices, also pro-
vide natural markets and trade opportuni-
ties for American businesses.  Thus, urban
centers can provide productive linkages to
the international economy and allow coun-
tries to capitalize on the business and trade
opportunities in urban areas.  Moreover,
American business interests are promoted

The programs and activities facilitating pri-
vate sector participation in urban developmen
target primarily inefficient state-controlled
utilities.  There is an emphasis on building
awareness of how market distortions, such
as state subsidies and state-owned entities,
can have negative consequences on the local
economy and on the attractiveness of the city
to multi-national investors.  Through infor-
mation sharing and technical assistance, the
negative, multi-sectoral impact of unneces-
sary government intervention in the market
becomes apparent.  Field activities and pilot
projects reinforce this message and lead to
long-term modification of governance policy.

Through the MCW strategy, the Office of En-
vironment and Urban Programs promotes the
development of the urban center as a nexus
of domestic and international economic ac-
tivity.  The following are some accomplish-
ments in fiscal year 2000.
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perity and global market leadership.
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Sustainable Environment
Helping Cities Offer Safe and Healthy Shelter, within a Sustainable Environment

The existing environment of each nation
is inextricably linked to the sustainability

of the natural environment around the globe.
To separate the two is unrealistic because
nation-state boundaries are unable to con-
tain the spillover effects that mismanaged
cities can have on natural resources around
the world.

For example, overcrowded living conditions
contribute to environmental degradation
when city governments fail to dispose prop-
erly of solid waste and sewage effluent.  Un-
sanitary slum settlements with limited or no
access to basic services such as, potable wa-
ter and wastewater treatment, which also
affect the sustainability of the environment.
Deforestation, desertification, loss of topsoil,
salinization of soils, destruction of wetlands,
and coral reef depletion, as well as the loss
of biodiversity and air and water pollution,
are some of the environmental changes that
can result from unmanaged urban growth.7
Each of these environmental changes has
health implications that threaten the urban
population and the global community.

In mobile societies with thriving tourist in-
dustries or large immigrant populations, it
is difficult to contain the health consequences
resulting from environmental degradation.

The threat of contagious waterborne and air-
borne diseases, as well as the possibility of
fires and other natural disasters are constant
hazards threatening the quality of everyday
life.

Improving the capacity of municipal officials
to manage their cities in an environment-
friendly and sustainable way is a pillar in the
Making Cities Work strategy.  The following
is a snapshot of some activities and programs
that demonstrate the integration of sectors
to promote healthy and safe places to live
within a sustainable environment.

“It is time to understand ‘the environment’ for
what it is: the national-security issue of the 21st
century.  The political and strategic impact of
surging populations, spreading disease, defores-
tation, and soil erosion, water depletion, air
pollution, and, possibly, rising sea levels in
critical, overcrowded regions—developments
that will prompt mass migrations and, in turn,
incite group conflicts—will be the core foreign-
policy challenge from which most others will
ultimately emanate, arousing the public and
uniting assorted interests left over from the Cold
War.”

–– Robert D. Kaplan
     Atlantic Monthly
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ROUND ONE—May 1997
Quetzaltenango, Guatemala Albuquerque, New Mexico
Quito, Ecuador San Jose, California
Cochin, India Charleston, South Carolina
Lusaka, Zambia Dayton, Ohio
Johannesburg, South Africa Houston, Texas
Manzini & Mbabane, Swaziland Durham & Winston-Salem, North Carolina

June 1997
Stara Zagora, Bulgaria Durham, North Carolina
Haskovo, Bulgaria Abington, Pennsylvania
Rousse, Bulgaria Duluth, Minnesota
Novgorod, Russia Hartford, Connecticut
Pietermaritzburg, South Africa Hampton, Virginia
Capetown, South Africa Charlotte, North Carolina
Ocotlan, Mexico Tempe, Chandler, & Pinal County, Arizona
Zapotlan el Grande, Mexico Avondale, Gilbert, and Yuma, Arizona
Sayula, Mexico Avondale, Gilbert, and Yuma, Arizona
Zapotlanejo, Mexico Scottsdale, Arizona
Lagos de Moreno, Mexico Phoenix, Tolleson, & Bullhead City, Arizona
San Juan de los Lagos, Mexico Phoenix, Tolleson, and Bullhead City, Arizona

ROUND TWO—September 1998
Asuncion, Paraguay Austin, Texas
Sibiu County, Romania Grand Traverse County, Michigan
El Salvador Municipal Association Florida League of  Cities/County Managers’ Associa

tion
Mutare, Zimbabwe Savannah, Georgia
Gweru, Zimbabwe Saginaw, Michigan
Dobrich, Bulgaria Spokane, Washington
Blagoevgrad, Bulgaria Auburn, Alabama
Razgrad, Bulgaria Brunswick, Ohio
Gabrovo, Bulgaria Portage, Michigan

ROUND THREE – September 1999
Almaty, Kazakhstan Tucson, Arizona
Pavlodar, Kazakhstan Helena, Montana
Naryn, Kyrgyzstan Great Falls, Montana
Cebu, Philippines Fort Collins, Colorado
Rayong, Thailand Portland, Oregon
Ulaanbaatar, Mongolia Bakersfield, California
Haiphong, Vietnam Seattle, Washington
TBD, Vietnam TBD
Nis, Serbia (Sofia, Bulgaria) Columbus, Ohio

ATTACHMENT 1: RESOURCE CITIES - LIST OF US AND FOREIGN CITIES
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Kragujevac, Serbia (Pitesi, Romania) Springfield, Ohio
Subotica, Serbia (Szeged, Hungary) Akron, Ohio
Pancevo, Serbia , (Timisoara, Romania) Lockland, Ohio
Amman, Jordan TBD



Annual Report 2000

ENDNOTES

1 UNCHS. The State of the World Cities.  Nairobi, Kenya.  2000.

2 United Nations Secretariat.  1998b.  World Urbanization Prospects: The 1996 Revision.  New York:
United Nations Department of Economic and Social Affairs, Population Division.

3 National Foreign Intelligence Board.  “Global Trends 2015: A Dialogue about the Future with Non-
government Experts.”  December 2000.

4 Cohen, Michael A.  “Don Quixote and the Well-Managed City.”  Urban Policy Brief.  Woodrow Wilson
Center.  December 2000.

5 Rogers, Peter, Hynd Bouhia, John Kalbermatten.  “Water for Big Cities: Big Problems, Easy Solu-
tions?”  Urbanization, Population, Environment, and Security: A Report of the Comparative Urban
Studies Project.  Woodrow Wilson International Center for Scholars: Washington, DC 2000.

6 National Foreign Intelligence Board.  “Global Trends 2015: A Dialogue about the Future with Non-
government Experts.”  December 2000.

7 Ness, Gayl D. and M. Golay.  Population and Strategies for National Sustainable Development.
London: Earthsacn press.  1997.



Annual Report 2000

U.S. Agency for International Development
Global Environment Center
Washington, D.C. 20523-3800

Environment Information Clearinghouse (EIC)
PADCO, Inc.
1025 Thomas Jefferson St., NW
Suite 170
Washington, D.C. 20007-5209


